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MEMORANDUM FOR: THE DIRECTOR 

Attached is a paper pointing out discrep- 
ancies between allegations by Drew Pearson in 
his columns and the facts as shown by the record. 
Pages are not given for testimony before the 
Senate Armed Services Committee last Thursday 
as the printed transcript is not yet available. 

$1 LfeWiikijwj L a&lblOil 

LAWRENCE R. HOUSTON 
General Counsel 

23 January 1962 

(DATE) 


FORM NO, |«| REPLACES FORM 10-101 
1 AUG 54 WHICH MAY BE USED. 
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MEMORANDUM REGARDING DISCREPANCIES BETWEEN 
PEARSON A JUJLEGA TIONS AND THE RECORD 


January 10, 

In The Waehln&tua Post «f January 10* Pearson «H ecessed Mr. M cCoae*s 
relations wtffet the* K*i» aad the award of the €-119 contract to Kaieer - 
Fraaer. He quoted Representative O’KoaaW of Wisconsin a« saying that Mr. 
McCone being merely oa leave of mb sane a from hit petition at president of the 
Bechtel - McCone Corp. . . » becomes Under Secretary of tha Air Fore a and 
arrange* a nice fat gift far Kaieer .... Representative 0*Ke«tkl*e statement 
wae raised by Mr. McCone daring hearing* bafora tha Preparedness Subcommittee 
No. 1 ef tha Senate Armed Services Committee, Jane 2, 2951, pagae 13*34. Mr. 
McCoae pointed oat that ha had written Mr. 0*Kontki to deny the statement, and 
Senator Symington had Mr. McCone's letter to Mr. O'Kenski placed in the record 
af thoae hearings. The letter pelade oat that the Bechtel- McCone Corp. wae 
dieeeteod la 194$ and that Mr. Kaiser did not directly or indirectly pee sees any 
interest in Mr. McCone 1 * companies or any basin*** undertaking* under Mr. 
McCone* • direction. Conversely, Mr. McCone had aever bean In tha employ of 
Mr. Kaleor or any corporation controlled fey him. Pearson stated that Mr. McCone 
did aet deay that the Sec Mel family owned 4,206 shares of Kaieer -Fraser common 
•dock. Mr. McCone* e latter etates With regard to the Bochtol family's owner- 
ship of Kaiser stock, | have no knowledge whatsoever. 

In connection with the C-U9 contract award to Kaiser -Fraser, Peareoa 
stated that Mr. McCone tried to espial* this to Senator Bridges by saying that the 
Department of Defense wanted to develop secondary supplier*. He had to admit 
«»der cross-examination, however, that Secretary of Defense Marshall had 
issued the directive on * second suppliers* only after the Kaieer contract had 
been negotiated. Mr. McCea* wae questioned on this during the 1953 hearings 
(page 29), and the Chair naan noted that Mr. McCone had first talked to Mr. Kaiser 
mi December 5, the contract was awarded o* December 1$, Kaiser- Fraser sub- 
mitted proposals on December 19, and the letter of intent was sent on December 
2#, bed that the policy on second sources was issued on December 18. Mr. McCone 
replied. Tee, I am familiar with that, bet I also know that it was in drafting stages 
aad wo wero all working ovor it for sovorai wooks, and it wae a known policy. 

Uhs so many things, tree, they might be subject to change before actual issuance, 
bet It had been a subject of common discussion among us, the Secretaries and 
Under Secretaries for sums time; therefore we felt that w# were conforming to 
the established policy as developed in conference, although I do knew that the 
actual paper which 1 quoted her* was not issued until December 18. Pearson 
also says that No facilities or cost studies had bean made, aad the Air Force 
had no idea what Kaieer was going to charge Duel* Sam for being bailed out at 
Willow Rea. In the testimony before the Subcommittee (page ii) Mr. McCone 
stated 
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Tbs making behind it ««• this: th* experienced officers 
la the Alt Materiel Command can, f tarn th* knowledge of the plant* 
they have bn tit and grown up with, they can very easily calculate 
what the production is going I© bo, and thoy know Just about what 
th« tooling coat* will bo. Tho dflc«ri-*G*i»«r»l Cook and Ida an- 
know sacra about what tho tooling and what th* production at Willow 
Eon would bo than tho Kalssr-Fraser Co. evsr did because thoy 
w*»« professional# in th* business, aad horo am* tho coatractor, 
who wa* an amateur. So thoy could roach a conclusion very oaoily, 
vary oaoily, that thl* plant canid bo ussd properly for tho manu- 
facture of tho piano, and thoy likowloo know that cortain long load 
time machine ted# would have to bo purchased or gotton into pro- 
dnetioa; thoro was nood to tho piano, irroapoctioo of whoro it wao 
produced. That it what thoy waatod to got under way. That io why 
thoy issued that lottor promptly. I think that thoro wao only four or 
fist million dollars that wao authorised at that tiros for expenditure 
tor tho so particular long load time itoros. Gotting that otartod than 
thoy could procood In a m«o orderly fashion with other detail* of 
tho negotiations. That to mo seemed to ho a proper procedure and 
one pursued in a groat many other ease*. 

January II, tg dg 

in hie column of January 11, Pearson stated that ■" Ho /Mr. McCone? has 
had a continuing clots financial connection with tho Hoary J. Kaiser interests to 
which, co Tfsder Secretary for Air, ho gars a very interesting fickle contract 
for making Flying Boxcar# (C-119) in tho record time of 10 days, at a price 
throe times greater than that of Kaiser** competitor, Fairchild, and then 
faded a statement made by Mr. M «Cooo at tho confirmation hearings before 
Hto Joint Atomic Energy Committee os July J, ItSi, that ho had seme business 
relationships with Kaiser inasmuch a* a jointly ©wood company, 25 por cent 
owned by Bendy and SC per coat owned by Kaiser Aluminum, had a long- range 
contract to transport Kaiser*# bauxite tome Jamaica to Baton Rouge. Pearson 
than footed a statement made by Mr* McCone before tho Senate Armed Services 
Subcommittee regarding the G-U9 contract in which Mr. McCone stated ho had 
an business relationship with Kaiser for years. The inference Is that the state- 
ments wsrs Inconsistent, The latter statement was made In 1951 before the 
Preparedness Subcommittee No. 1 of the Senate Armed Services Committee 
and was accurate at that time. The former statement about the joint owner- 
ship of th* shipping company wa* made in 1950 and was accurate at that time. 

So between. In about 1955, the Joshua Beady Carp, had bid on a bauxite trans- 
portation contract for Kaiser Aluminum. When the contract was awsrdsd to 
Joshua Heady, to order io carry out its terms Joshua Heady and Kaiser Aluminum 
jointly formed a shipping company. 
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in Standard of California make him tho second biggest etockhclder in a company 
whoa* profit* a ad future ar* materially influenced by Central Intelligence. la 
Ms testimony before the Senate Armed Services Committee oa U January, 

Mr, M«C«m testified that tho figure of $1, 000, 00© as Ms holdings in Standard 
OH of California was approximately correct, although a littls low, hot that ha 
wn# far from being the second biggest stockholder in that company, lie testified 
that he had no Investment of any east in Standard Oil of New Jersey. He alee 
testified that he could not think of any manner in which Me Standard of California 
holdings coold iaflessce Mm in connection with Ms defies as Director of Central 
Intelligence. Mr. McCone further testified that Hie position of the Director of 
Central Intelligence was not a policy-making position. Pearson** claim of CIA*# 
role in Middle East affairs is based on a false assumption. 

Pearson noted at the end el Hie column that States Marine got the prise 
atomic merchant ship Seraph contract when McCone wee AEC Chairman. As 
noted above, the award was made to States Marine hy the Department of Com- 
merce before Mr. McCone was a member of the Atomic Energy Commission, 
at Pearson Mmeolf stated in hie solemn of 17 January, 


4 


Approved For Release 2004/05/05 : CIA-RDP64B00346R000400030047-8 



